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BEST AVAILABLE IMAGES 

Defective images within this document are accurate representations of the 
original documents submitted by the applicant. 

Defects in the images may include (but are not limited to): 

• BLACK BORDERS 

• TEXT CUT OFF AT TOP, BOTTOM OR SIDES 

• FADED TEXT 

• ILLEGIBLE TEXT 

• SKEWED/SLANTED IMAGES 

• COLORED PHOTOS 

• BLACK OR VERY BLACK AND WHITE DARK PHOTOS 

• GRAY SCALE DOCUMENTS 



IMAGES ARE BEST AVAILABLE COPY. 



As rescanning documents will not correct images, 
please do not report the images to the 
Image Problems Mailbox. 
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EXHIBIT B 



PROBABLE QUALIFICATION WEB 
TOOL 



1. DESCRIPTION AND PURPOSE 



Hie primary purpose of the Probable Qualification web tool is to provide the online 
mortgage shopper an exploratory, educational tool to assist in answering the question- "Is 
My Mortgage Application Likely to be Approved?" 



• I. „ , . the Probabk QuahficaQon tool is designed to give the consumer a 

SrVft C °! ?! preVlC ° f ^ ° UtCOme ° f ^ M *PP&^n P«>«« « tern* of 
dieir | hkehhood of bemg approved for a mortgage loan. H* output from the Probable 
Qualification tool wdl be both quantitative and qualitative in nature. It will be quantitative in 
terms of a numerical rating of the likelihood of mortgage loan approval. Qualitative, textual 
suggestions as to how to increase the probability of ban approval will be offered when the 
ban is deemed not likely to be approved based on the borrower's inputs into the Probable 
Qualification tool. 
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~ . 3. DATA INPUTS 



The online Probable Qualification web tool contains a series of 18 questions . There are 
two types of questions that comprise the Probable Qualification Web Tool: credit related 
questions and non-credit related questions. There are six credit- related questions that are 
used to derive a "proxy" credit score , which is necessary because a credit report and 
therefore a FIOO score will not be available for the consumer during the consumer's 
Probable Qualification session 

There are also several questions the answers to which are used to derive other factors. 
For example, annual income, monthly debts, purchase price of home, and down payment 
amount are used to derive total expense ratios as well as LTV which are not collected 
directly through the web tool, but are calculated values. These derived values are described 
in more detail in Section 42. 




The following table presents the Probable Qual questions, formats, and allowable values. 




Table 1: Probable Qualification Field Descriptions , Questions, 
Formats, Data Controls , & Allowable Values 



Data'i 








: ': r& Comments t 


i 


Loan 
Purpose 


What is the purpose of 
the loan? 


1 - Purchase 

2 - Refinance 




2a 


Current 
Mortgage 
Balance 


What is yow current 
mortgage balance? 


Dollar amount 


Data hem 
required when Loan 
Purpose -Refinance 


3a 


Property 
Value 


What is the purchase price 
of the property? 


Dollar amount, 


0<Prop. 
Value « t 000,000 

Data item format 
when Loan 
• Purpose -Purchase 


3b 


Property 
Value 


What is the current value 
of the property? 


Dollar amount 


O^rop. 
Value <a,000,000 

Data item format 
when Loan 
Purpose -Refinance 


4a 


Down 
Payment * 


What is the down payment 

4U 4 1VJ Kll 1 Li 


DoDar amount 


0<Oown 
Pay <1 ,000,000 
Data item format 
when Loan 
Purpose -Purchase 


4b 


Loan 
Amount, 1 


What is the loan amount? 


Dollar amount 


0<Loan 

Amount < ,000,000 

Dau item format 
when Loan 
Purrx>se-rUfmance 


5 


Property 


What is the type of 
property? 


1 -Single-Family 
tfcuse 

2-2 units 
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Data 

Ttv>m 


Field, 
uesenpuon. 


Web^bascd 
• . C^icsbon v - 

i\* y <->, ■ : • j ir rf; 


Data..-, 
;\ Fonnat ^ 


Comments 

*i#*r "■ '*■■•',. ..-*,-r 








3- 3 units 

4- 4 units 

5- Condo 




6 


Property 
Usage 


How do you plan on using 
the property? 


1 - Primary 
residence 

2 - Second home 

3 - Rental 




7 


Loan Type 


What type of loan do you 
want? 


1 - 30 Year Fixed 
rate 

2 -15 Year Fixed 
rate 

3 - Adjustable 
Rate Mortgage 

4 - Balloon 




8 


Number of 
Borrowers. 1 


How many borrowers will 
be on the loan application? 


1 - one 

2 - Two or more 


_ 


9 


Self 
Employed 


Are you self-employed? 


1-Yes 
0-No 




10 


Liquid 
Assets 


Ho w much liquid assets 

W /w auu JvUT CO- 

borrower have? 


Do liar amount 




11 


Annual 
Income of all 
Borrowers 
Combined 4 


What is >*>u and your co* 
bonowcr's loial annual 
income? (Including 
salaries, child support, 
homu«, commissions, gift 
money.) 


Dollar amount 





Data 
Item 


- Description ; 


WcMwcd - 
v*v-.v Question^. 


Data 
Format v<j 


Comments 


12 


Monthly 
Debt Payments. 5 


What are you and your co- 
borrower's total monthly 
debt payments? 


Dollar amount 




13 


Bankrupted 
s, foreclosures, 

tax liens or 
ganishments, 5 


During the last 10 years, 
have you or your co- 
borrower incurred any 
bankruptcies, foreclosures, 
tax liens, or garnishments? 


1-Ycs 
0-No 




14 


First Credit 
Account 


How long ago was your 
first credit account 
established (even if it's no 
longer open? 


1 -Less than 1 
year ago 

2 •■Between 1 and 

2 yean ago 

3 -Between 2 and 
5 years ago 

4 -Between 5 and 
10 years ago 

5 -More than 10 
years ago 




15 


Credit 
Accounts 


How many new credit 
accounts have you opened 
during the last 2 years? 


1 -Fewer than 5 
2 -5 or more 




16 


Late on 
Credit 


When was the last time 
you were more than a 
month late on a credit 
account payment? 


1 - Never 
delinquent 

2 - less than 1 
year ago 

3 -Between 1 
and 3 years ago 

4 -Bettwn 3 
and 7 years ago 

5 -More than 7 
years ago 




17 


Number of 
limes late on 
credit 


How many times during 
the last 7 years have you 
been more than a month 
late on a credit account 
payment? 


0- O 

1- 1 

2- 2 

3- 3 

4- 4 

5 -5 or more 




18 


Credit 
Utilization. 6 


What percentage of 
your total credit account 
limits are you currently 
using? 


1- 0-3 

2- 5-10 

3- 10*20 
4.20-40 
5-40*80 

6 -greater than 
80 







4.1 STEP 1, THE ELIGIBILITY SCREEN 



TBD . The eligibility screen allows the "Probable QuaP user to receive feedback 
regarding the eligibility of the loan they are examining prior to the completion of the data 
input. This is accomplished by using the answers to questions 1-7 to compare product, 
purpose, occupancy, number of units and LTV (derived from responses to several questions) 
input by the user to Fannie Mae's standard eligibility requirements. If the user inputs a 
combination of factors that is typically ineligible they are notified immediately of the 
ineligibility. This allows the user to change the response to a previous question and continue 
with the remaining "Probable QuaT input 



4.2 STEP 2. DETERMINING THE "PROXY" CREDIT SCORE . 



Through a series of credit-related questions, a proxy credit score is calculated 
separately for the following two groups: a) those without a delinquency in the last 7 
years; b) those with delinquencies, or those whose last delinquency was over 7 years ago . 
Proxy scores begin with a minimum base depending on the above groups and range 
from a minimum proxy score of 525 for those with delinquencies to 753 . For those 
without delinquencies, the proxy score ranges from 578 to 781. The threshold question 
to determine whether a borrower has had any delinquencies is based on the consumer's 
response to Question # 17 in Table 1 in Section 3, If a consumer gives a non-zero 
response to this question, then they are considered to have a history of late payments on 
credit. 



Table 3a: 



For Use in Constructing a Proxy Credit 
Score for Web Users without Credit 
Delinquencies 



For applicants without 
delinquencies: 



Characteristic 


Attribute 


Proxy Credit 
Score Points 


Maximum 
Score 


Minimum 
Score 


Base Score / Intercept 


578 


578 


578 


Utilization 
(Percentage of revolving 
Credit that is utilized) 


80 < utilization % 
40 < utilization % <= 80 
20 < utilization % <= 40 
10 < utilization % <= 20 
Utilization % <• 10 


0 
19 
38 
54 
75 


75 


0 


How many accounts have 
Been established in 
last 2 years 


Number accts. => 5 
Number accts. < 5 


0 
23 


23 


0 


Age of credit history 


Years < 2 


0 




0 




2 <= years < 5 
5 <=s years < 10 
10 <= years 


18 
34 
52 


52 




Public Record 
(Bankruptcies, foreclosures, tax 
liens, qarnishments) 


Yes 
No 


0 
53 


53 


0 


Proxy Score = sum ot points 


781 


578 





RECEIVED 

JAN 0 6 2003 

GROUP 3600 
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Table 3b: 

For Use in Constructing Proxy Credit 
Score for Web Users with Credit 
Delinquencies 



For applicants with 
delinquencies: 



Characteristic 


Attribute 






Proxy Credit 
Score Points 


Maximum 
Score 


Minimun 
Scon 


Base Score / Intercept 


□ZD 




52! 


Utilization 














(Percentage of revolving 






delq. < 1 yr 


u 




I 


Credit that is utilized) 




1 yr<= 


delq. < 3 yrs 


•55? 






and Recency of 




3yrs<- 


delq. < 7 yrs 








Delinquency 












40 < utilization % <= 60 


















delq. < 1 yr 


19 










1 yr <= 


delq. < 3 yrs 


56 








20 < utilization % <= 40 


3 yrs <= 


delq. < 7 yrs 


68 






















delq. < 1 yr 


42 










1 yr <« 


delq. < 3 yrs 


70 










3yrs<= 


delq. < 7 yrs 


on 








10 < utilization %<* 20 
















delq. < 1 yr 


59 










1 yr <= 


delq. < 3 yrs 


97 










3 yrs <= 


delq. < 7 yrs 


108 








Utilization % <» 10 
















delq. < 1 yr 


78 










1 yr <= 


delq. * 3 yrs 


115 










3 yrs <= 


delq. < 7 yrs 


127 


127 




How many accounts have 


Number accts. => 5 






0 




( 


been established in 


Number accts. < 5 






16 


16 




last 2 years 










Age of credit history 


Years<2 






0 




I 




2 <» years < 5 






26 








5 <= years < 10 






43 








10 <■ years 






57 


57 




Public Record 

(Bankruptcies, 
foreclosures, tax liens, 
garnishments) 


Yes 
No 






0 
26 


i 

26 


Proxy Score = sum of 
points 










753 


52! 



OVERALL APPROVAL PROBABILITY 



Once a proxy credit score is determined as described in ™ • 
next step is to assign the newly calculat J n™,, , P reviouJ " ct >°n, the 

according to the p^fco^S^ w « ht 



4J.ULTV 



4.3.1.3 TOTAL EXPENSE RATIO 



4J.L5 NUMBER OF UNITS 



Table 4 - Probable Qualification Model Layout To be 
used in the calculation of An Overall Approval Probability 



Once all of the individual characteristics have been assigned weighting coefficients they 
are then summed and converted to an overall probability via the following formal 

PROBABILITY » EXP(SUM) / (1 + EXP(SUM)) 



«.♦. STEP 4. MESSAG^N^^CK T^^ONSUMER: QUALITATIVE AND 



Output displayed back to the consumer will be both quanutative and Qualitative in 
nature The quantitative aspect of the output is to give the^ZTr ^ttfT 
numerical estimate of the likelihood that the? ban ' P/^bihty or a 

values For the very small subset of bon^nTo^d t^SZ Cnt^* "5* 
irom the Probable (Ration tool * provide W^^Ti^X 



